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& ¢ srad your application for recognition of axaenption from
deral income tax under ssction 901(c) {7} ¢f the Internal Revenue Codz o
85

+h

The informaticn submitred indicated that you wera incorporated ox [
B indsr the laws of the State of .

Your statad purposes are ths preservation and regtoratiscn of antique
vehiclss.

The activities of vour crgarization include zar shews at malls, fairs and
parades for a donation from local pus inesrea, avctions and vaviong sceaal
affairs. You stated that the generai public is not charged an admicsion
fee for Lhe club aotivitics or shovwe. Hembers mest at lsast cne time
monthiy. The meetings are held at wember's homus, local restaurani and
the various lccations where outings ars held.

Yot Tacsir IS fraam oar sUove  auc

a number of socxal zitalrs., Youy

varions social eventg, ccontributiong

Szotaen 5C11ch (7)) ar the Tnternal Kevenus Cods exemptls trom Federal incoms
taz clunbs organized for pleasure, recreation and other nonprofitablc
pnrpns s, substantially all of the 1rf1»1L ¢3 of which ars for suzh

z and no part of the net earnings of whizh invres to the benelit of
ats chareholder,

Iniliator Reviewer Reviewer Reviewer Reviewer Revigwer Raviewer
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Section 1.501({e)(7) -1{a) of the Inccme Tax Regulations statzs that the
exemption provided by section 501{a) for organizatioas described in
section 50i({c) (7) applies only %o clubs which are s»Janized and operated
exclusively for pleasurs, recreation and other nonprofitabie purpoges, but
does not apply to any club if any part of its net carnings inures e the
bensfit of any private sharszholder. In general, thilg exémption aytends to
social and recresation clubs which are supported s0lely by meaburohic fac
dues, and assessmants.
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Public Law 94-568, as explained in Senate kuport Ho. 94-131&, publish=i ik
Cumulative Bulletin 1976-2, page 537, provides that a club exempt ¢

taxation and describsed in section 501{c} {(7) is to ba permitted to reacel
up to 35 percent of its gross recsziprs from a combination of investment

o
1.76
2
income and receipts from nonmenbars ifrom the use of its facilities
services}), so long as the latter do not represent more than 15 percent of
the receipts. It is further stated that if any orgawization excezds fhes
limits, ail of the facis and circumstancoen wmust be econsidered in
detzrmining vwhether the organization gqualifics for swempt status.

Hcwevar the Se2pate Keport specifically states that the amendment was net
intended to permit gocial clubs to rzcelve, even within the allowahklas
guidelinss, income from the active conduct of businesses not traditicnally
carried on by social clubs.

Eevepue Ruling $8-119, published in Cumulative Bulletin 1968-1, page 249
that a club will nct necassarily lose its azenpt sratug if it

s income from other than bena fide membars and thear guasts, or if

the ganeral paklic on ococasion is permitted to participats in its affairs
provided such participation is incidental to and in furcherance of its
genzral club purposse and the income therefrow doss not inure to mambe
The sgquestrian club congidered in this ruling held an annual steeple ¢
which was open te the general public. Prize money was paid from entry
fees paid by participants and general expenszas of the meet were paid from
adrpiszicns and sale of programs and refreghments. The club distributed
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any net procesds frow the mest to charitv., Therefore it #as held that the
mezt was not opzrated to make a profit, and the incoms from nonmenbere d4id

not inure to the bepefit of members. The club’s exemption was not
iespardizasd by nonmember participation in its annual meat.

kKevenue Ruling 65-63, published in Cumulative Bulletin 1965-1, pags 240,
holds that a non-profit organization which, in condncting sports car
avents for the pleasure and recreation of its members, permits the general
public to attend such events for & fee on a recurring basis and golicits
patronage by advertising doez net qualify for exempticn as a club
organized and operated exclusively for pleasure, recreation and
ezclusively for pleasure, recrz2ation and other non-prefitable purposes
under section 50L{c){7) of the Internal Revenue Code of 1954.




You expect to regularly carry on activities with the general publiic for
vhich you solicit public patronage in the form of donations from
businesses at the various car shows. The car shows are one of the primary
activities of the club and are needed Lo provide funds for the activities
which are of direct benefit to members. Your budgets indicate that you
have received % of your gross income in each of the years ending

I ©ron non-members.

Liter the expenses of the activities are paid, the financial Jdata
submitted indicates that approxiratzly IS of the net receipts have been
donated to an established charity. The balance, or Hl% of the net income
w1ill be used to benefit the nmembers of the club.

The amounts of non-member income vou haves received exceed the permissible
amounts under section 581({c){7) of the Code. The facts and circumstances
shov that the net income of the club has benefitted the members.

Accordingly, you do not gualify for recognition of exempticn from Federal
income tax under section 501(c¢) (7 of the Code.

Until you have astablished an exempt status, you are not relieved of the
requiremaents for filing Federal incom2 tax returns.

If you do not accept our findings, ws recommend that you raguest a
conference with a member of our Regional Office of Appeals. Your request
for a conference should include a written appesl giving the facts, law and
any other information to suppoit your pusition as axplained in the
ernclesed Publication 892. VYou will then be contacted to arrange a date
for a conferencs. The conference may be held at the Regional Office or,
if you request, at anyv mutually convenient District office. If we do mot
Lear from you within 30 daye of the date of this letter, this
determination will bacome final.

Sincerely yours,

District Director

Enclosed: Publication 832




